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Dear Sir or Madam:

We have considered your Bpplication for recognition of exemption from Federal income
tax undar section 501(c)(3) of the Internal Revenue Code. ‘

. P. Your Articles of Incorporation atate that the
organization was organized for exclusively charitable and educational purposes
within the meaning of Internal Revenue Code ( IRC) section 501(c)(3) and for various
other purposes relating to the dissemination of life generally, and humanity
particularly, throughout the confines of the **md its immediate
environs, tu a distance not exceeding ) p from the |

Your articles also state that a specific purposs of the organization is establishing

and maintaining GHNEENWEERNEENR®, including
throughout the region noted above.

You intend to accomplish your purpose with several activities. You atate that a
B is the organization’s main event ‘held each year. The
an annual convention at which members meet and hear presentations on the
organization’s plans and activitiea. A fund-raising auction of donated art and a
A

benefit concert are also held during the _

t. TRe purpoae of
the project is to build a demonstration to be located onu
. The is to Le built as an educationsal rescvrcs,
exhibiting many of the systems and techniques which will enable the organization to
GRNERENR .  Dovelopment of this site will also include the conatruction of a
vesort, hotel ind marina for tourists, students and visiting scientists. The

réacrt, hotel and marina are to be financed, built and operated by separate and
distinct business entities. The ownership of entities was not provided.
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Another activity ofv the orgalnization is

‘the

Various merbers of the organization have been grbuped into teams for various
projecte relating to technclogies and systems esseantial to sea and space

colopization. These projects cover such subjects as NN
, G, G, APUTENRIINR: , APEENRENP, narine mammals,
) , architecture, closed system habitst, hydroponics culture, fresh

water and air conditioning.

An“facﬂity financed, built and owned by “GNIMMENEEEN +il) provide power,
fresh water and air conditioning for the hotel, resort and marina as well as the
other aspects of the . You indicate that GEiilm is a
private company wholly unrelated to the organization.
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ect will be developed by & g;ivife*for profit
N The organization will lease facilities from
to operate ressarch facilities and the démonstration
‘ Tourism concessions, commerci ture, horticulture, anc
other for profit enterprises will be operated by| . This for

profit entity is as yet unincorporated and the ownership ia unknown .,

The organization receives a ﬂ commission on monthly phone charges from

_ ) for anyone who. signa up for this long-distance service through the
organization“s solicitation. Other funda of the organization are raised through

registra on fees for the W _ wembership dues and donationa. Of the

3 Breceived by the organization during the vear ending December 31, 1993,

: uas received from the four members of the board of directors as followa:
—

The organization is cooperating with a _c:omemi&l software development firm to

deve loi and warket

v , _ is a book written by
— - Chapter 8 of this book deta 8 the formation of this
organization to implement the ateps noted in the book for
. The first edition of the book was printed by

_ . SR . A second edition of the book was Published by @i X

. k o marketed in R T organization holds no iizhm to this
OX . - » ’ - .

W i: the general partner and _ is the sole limitad partner.

9.

The governing body of the organization conaists of a board of directors with four
wenbers. e, the author of the bock on which the organization igs

based, is chairman of the board. QUIENNENEEP, : cecber of the board is .
W GNP, > veuber of the board. 1s CHNEE—,
e remaining member of the board, (UINEENSENERR i not ralatsd tc the uiher board

8. The registered agent for the or*gg;iiabwn,

Two levels of membership in the organization are rrovided. is
s per vear for individuala and i for co 8. ‘ v ) is
per year. Individuals who can‘t pay the 3 fee for member

designation are given the option of selling @ifirst edition copies of (il

\ ' ' _ N _ y consignment with §
of each sale going to the publisher and the organization getting the remaining
$ in lieu of the membership fee. Core members -actively participate in the
governing body of the organization and make many. of the decisions that determine the
courae of the organization. Systems of determining seniority and net contributions
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will be determined in the-futd?nﬁgmhegg ;gétems will be instrumental in determining
what benefits ¢f organization nenBership dach (NG

. . is entitled to, e.g.
priority for residence in the organization’s SR otc. :

members receive the organization‘s newsletter and other updates on the
organization’s activitiaq, but are not voting members of the governing body.

Section 501(c) of the
income tax under secti

.

Cods describes certain organizations exempt from Federal
on 501(a) and reads, in part, as follows:

"(3) Corporations,®k* fund, or foundation, organized snd operated exclusively '3
for religious, charitable, scientific, %ok literary, or N
educational purposes, or to foster national or international amateur
sports competition (but only if no part of its activities involve the

. Provision of athletic facilities or equipment), or for the prevention
of cruelty to children or animals, no part of the net earninga +hich inures
to the benefit of any private shareholder or individual _
of the activities of which is carrying on propaganda, or otherwise attempting,
to influence legialation (except as otherwise provided in subsection (h)), and
which does not participate in, or intervene in (including the publishing or

distributing of statements), any political campaign on behalf of any candidate
for public office.” o
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Section 1.501(¢)(3)-1 o
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f the regulations provides, in part, as follows:

"(d)(1)(ii) An organization ias not organized or operated exclusively for :
one or more of the purposes specified in aubdivision (i) of this aubparagraph
unless it serves a public rather than a private interast. Thus, to meet the
réquirement of this subdivision, it is necessary for an organizatisn to
eatablish that 1t is not organized or operated for the benefit of private
interests such as designated individuals, the creator or his family,
shareholders of tha organization, or persons controlled, directly or
indirectly, by such private intereats."” i

tRevenue Ruling 76-206, 1976-2 C.B. 154, states that a nonprafit organization formed
to generate community interest in the retention of classical music Programs by a
local for profit radio atation by seeking program sponsors, encouraging continuation
of contracta by existing sponaora, soliciting subscriptions to the station‘s program
guide, and distributing materials promoting the clasaical music programs, all of

which activities tend to increase the station’s revenue, does not qualify for
exemption under IRC section 501(e)(3).

L

In the case of Better Business Bureau of,quhingtan.:D.C., Inc. v. U.S., 326 U.S5.
279 (1945), the United States Supreme Court concluded that the presence of a single
nonexempt purpése, if substantial in nature, will preclude exemption from federal

incume tax regardless of the number or importance of the exempt purposes of an
organization. : :

The operation of a hotel, resort and marina are not activities related to the
organization’s stated exempt purposes. In addition., the information asubmitted
demonstrates that you are organized and operated to support the activities of a
nonexempt, for profit purpose -- the sales of . . As described in
Revenue Ruling 76-206, and Better Business Bureau of Washington, D.C. v. U.S.. an

organization whose purpose and activities are to benefit a for-profit organization
=
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in more.than an idcidental way is not operated exclusively for purposes described in.
IRC 501(c3(3), bt rather serves & private interest within the meaning of Income Tax

Regulations aection 1.501(c)(3)~1(d)(1)(i1). Further private benefit is also
indicated by the membership structure of the organization in that P nenbers

receive benefits from the organization that are determined by their monetary and
prhysical involvmnt in the organization. . e S

. . . %
.Accordingly,. it is held.that you are not entitled to exemptic
‘Tax"ai"Bn"organizition described in IRC ssction 501(c)(3),

fil¢" Fédsral Incoms Tax Returns on Form 1120." . * '

imm !i'ederai Income
‘you are required to

v

If you do ner ‘6 with these conclusions, you may, within SQfdaya from the date of
this letter, ~ in duplicate a brisf of the facts, law, and ‘argument, that clearly
sets forth yo~ position, If you desire an oral discussion of ‘the iassue, please

indicate thi. -~ your protest. The enclosed Publication 892 gives instructions for
filing a proi.oc. , o : g .

If you do not file a protest with this office within 30 days ofl?ﬁe date of this_
report or letter, ‘this proposed detcvmination;aill become final.tl

If you do not protest this proposed determination in a timely'maghv“‘ it will be
considered by the Internal Revenue Code aa a failure to exhaust gvailable .
administrative remedies. Section 7428(b)(2) of the Internal Revepue Code provides
in part that, "A declaratory judgment or decrees under this section ghall not be
issued in any proceeding unless the Tax Court, the Court of Claims, or the district
court of the United States for the District of Columbia determinesythat the
organization involved has exhausted administrative remedies available to it within

the Internal Revenue Service." . v
If this determination letter becomes a fina) determination, we will notify the
appropriate State Officials, as required by section 6104(c) of the Cods, that based

on the information we have, we are unable to recognize you as an organization of the
type described in Code section 501(c)(3). : )

1f you agree with these conclusions or do not wish to file a writisn irbﬁeat, please

aign and return Form €018 in the enclosed self-addressed envelope as soon as
poasible. '

If you have any further quéationa, please contact the person whose namé and
telephone number are shown at the beginning of this letter.

RN WS

Bobby E. Scott
District Director

Enclosures:
Publication 892
Form 68018
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Midstates Region _ Appeals Office -

55 North Robinsan, Suite 939
Oklshoma City, OK 73102,

Date: fE 3 11 1946

‘Person to Contact: |
o 4 _ v
S Telephone Number: s
Employer Identification Number
CERTIFIED MAIL * T

Dear Sir or Madam;

We considered your appeal of the adverse action proposed by your Key District
Director in his letter dated March 20, 1995. This is a Final Adverse determination with
respect to your exempt Status under Section 501(c)(3) of the Internal Revenue Code
("Code") and your application for recognition of exemption k ;

Based on our review of tha information proﬁged and our"discuﬁsions' ‘wifhiyour
representative, your organization does niot qualify for exempt status under section
501(c)(3) of the Code . L " o S

Section 501(c)(3) of the Code provides for the exsmption from Federal Income Tax of
corporations organized and operated exclusively for religious, charitable, lterary,
scientific, and educational purposes; no part of the net eamnings of which enure to any
private shareholder or individual. S . :

Revenue Ruling 76-206, 1976-2 C.B. 154, states that a ndn—n*oﬁt‘ arganization formed
and operated to support the promation of a non-axempt, for profit purpose does not

qualify under IRC 501(c)(3). It is concluded that your arganization is pursuing several
non-exempt purposes, which are s ntial in nature, including the promoation of @

and the

development and operation of a planned hotel, resort and marina.
You are not organized or operated as a charitable organization. Spegifically, you have
failed to demonstrate that your arganization's purpases and activities arg exclusively

charitable. L

Accordingly, it is held that you are not entitied to exemption from Federal income Tax
as an organization described in IRC 501(c)(3) of jtha Code.

%
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Contn"outions'nigﬁe, to your organization a'rie‘, nat deductible under section 170 of the
Internal Revenue Cade. ’ P T

You are required to file Federal Income Tax returns (Form 1120) with the Service
Center for the taxable years for which filing date of the appropriate return has passed.
These retums should be filed within (90) days of the date of this letter, unlass a
request for extension of ime Is granted.” Please send them to the attention of EP/EO

Division, attach a copy of this letter, and address any requests for time extensions to
the EP/EQ Division at the Service Center..;; Processing of an'income, tax return and
assessing any taxes due will not be delayed because a petition for declaratory
judgment has been filed under sgcﬁcr; 7 28 %f}ha 37 "mame."w@nﬂ e .l(;ode.

We will notify the appropriate State officials; as re uired‘by sectidﬁ"’éiM(b) of the
Code, that based on the information we have available, we are unable to recognize
you as an organization described in section 501(c)3) of the Internal Revenue Code.

It you decide to contest this determination i1 Court, # netition for a declaratary
judgment proceedirig in the United States Tax Court, *.e United States Court of
Claims, or the United States District Court for the, District of Colombia must pe filed

within 90 days from the date this determination was mailed to you.’
The enclosed Publication 892 provides igjfortnaﬁon about filing suit in these Courts.

If you have any questions, please contact the person whose name and telephona
number are shown'in the heading of this letter. . = - '

Thank you for cooperation

) Sincerely, * {;ﬁ
‘Ralph G. Messenger
. , Associate Chief, Appeals
CC: WD
Enclosure: As stated




